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A JOINT RESOLUTION recognizing the impact of the Federal Energy Regulatory Commission's proposed Standard Market Design on the Commonwealth of Kentucky, encouraging Kentucky’s United States Senators and Representatives to take all available measures to halt the adoption and implementation of the Standard Market Design in its current form, and requiring the Legislative Research Commission to prepare a cost-benefit analysis.

WHEREAS, on July 31, 2002, the Federal Energy Regulatory Commission (FERC) issued a Notice of Proposed Rulemaking regarding Standard Market Design which will, if adopted, create a standard set of rules to redesign the electricity transmission system of the United States; and

WHEREAS, the Standard Market Design Notice of Proposed Rulemaking asserts FERC authority over bundled retail electricity load and may be considered an attempt at de facto deregulation of the retail electricity industry; and

WHEREAS, the Standard Market Design Notice of Proposed Rulemaking may have unintended and unforeseen consequences upon the energy industry and the economic well being of Kentucky's electricity consumers; and

WHEREAS, a 1998 Task Force on Electricity Restructuring, created to study the impact of deregulation on the Commonwealth of Kentucky, found that this restructuring would only raise prices for Kentucky’s electricity consumers; and

WHEREAS, no meaningful cost-benefit analysis has been undertaken to determine the impact of the proposed rules on regions and individual states to support the adoption and implementation of the Standard Market Design Notice of Proposed Rulemaking; and

WHEREAS, the Kentucky Public Service Commission (PSC) has successfully regulated the electricity industry in the Commonwealth for over 65 years; and

WHEREAS, through Kentucky’s regulation, and in conjunction with effective utility management, the Commonwealth has the lowest-cost electricity, on average, in the United States, and Kentucky utilities have built adequate generation and transmission capacity to serve Kentucky customers for at least the next ten (10) years; and

WHEREAS, low cost energy is one of the most important factors in locating and retaining industry; and

WHEREAS, the Standard Market Design Notice of Proposed Rulemaking has the potential to adversely affect, at an unknown level, the existing industry and further economic development opportunities; and

WHEREAS, the Standard Market Design Notice of Proposed Rulemaking appears to usurp the role that the PSC currently fulfills in regulating various industry functions, including generation capacity reserve margins, pricing transmission services and control and siting of transmission lines; and

WHEREAS, Kentucky may benefit from the development of a robust wholesale electricity market if, and only if, its development is not at the expense of Kentucky’s retail electricity customers who do not depend on the wholesale market for their electricity supply; and

WHEREAS, Paul E. Patton, Governor of Kentucky, and the PSC have publicly supported participant funding and a clear determination of benefits for the construction of new transmission facilities as a way to protect Kentucky customers from paying for the development of a wholesale market; and

WHEREAS, Governor Patton held a successful national conference on Standard Market Design on October 9 and 10, 2002, that produced regional policy recommendations for FERC; and

WHEREAS, Governor Patton has proposed the Multi-State Entity concept at the National Governors Association to preserve state authority over the planning, siting and need certification for expansion and new transmission lines, while facilitating the coordination of activities on a regional basis; and

WHEREAS, the Standard Market Design Notice of Proposed Rulemaking replaces state authority with an advisory-only role for the states in a regional transmission organization; and

WHEREAS, the PSC filed initial comments regarding the Standard Market Design Notice of Proposed Rulemaking with the FERC on November 15, 2002, documenting the need for state-specific cost-benefit analysis and filed additional comments with the FERC on January 10, 2003, expressing serious concern about the proposed SMD's effect on Kentucky's consumers;

NOW, THEREFORE,

Be it resolved by the General Assembly of the Commonwealth of Kentucky:

Section 1.   The General Assembly calls upon the Federal Energy Regulatory Commission (FERC) to delay implementation of the Notice of Proposed Rulemaking on Standard Market Design until a meaningful cost-benefit analysis has been completed to determine the impact of Standard Market Design Notice of Proposed Rulemaking on regions and on individual states.

Section 2.   The Legislative Research Commission shall conduct a cost-benefit analysis of the FERC’s Standard Market Design Notice of Proposed Rulemaking to determine the actual impact of the proposed rulemaking on the Commonwealth's consumers, both residential and commercial, and existing and future economic development opportunities. The Commission shall be empowered to employ consultants, by personal service contract, to conduct the cost-benefit analysis of FERC's proposed rulemaking on SMD. Kentucky's Public Service Commission shall be consulted and shall provide information, materials, reports and other documentation requested by the Commission or their authorized consultants for the completion of the cost-benefit analysis.

Section 3.   Provisions of this Resolution to the contrary notwithstanding, the Legislative Research Commission shall have the authority to alternatively designate the issues identified herein to an interim joint committee or subcommittee thereof, and to designate a study completion date.

Section 4.   A copy of this Resolution shall be transmitted to members of Kentucky's Congressional delegation for their review and appropriate reaction. The Kentucky General Assembly requests that the delegation take all available measures to halt the adoption and implementation of FERC’s Notice of Proposed Rulemaking on Standard Market Design, as issued on July 31, 2002.
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